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TWELFTH BIENNIAL KEPORT 



OF THE 



RAILROAD COMMISSIONER. 



PAET L 



General Report. 



Madisox, Wis., December 1, 1906. 
To His Excellrney, James O. Davidson, 

. Governor of ^y^scons^n 
Sir: — In accordance with Section 1795 of the Revised Stat- 
utes of Wisconsin, I submit herewith the twelfth biennial report 
of this department, from December 1st, 1904, to June 16th, 
1905, at which time Section 1795 was repealed by transferring 
the power of this section to an apix)intive Railroad Commission, 
under the provision of (chapter 862, Laws of 1905. The only 
statistical matter contained in this report relat»es to the taxes 
paid by the several roads due February, 1905. Other statis- 
tical reports were not required to be made by the railroad com- 
panies until June 30th, 1905, at which time Chapter 362 was 
in force and, consequently, are to be reported by the State Board 
of Railroad Commissioners. 

COMPLAINTS. 

Complaints were made to the office from December 1st, 1904, 
until Juno 16, 1905, at the rate of about twenty-five per week. 
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These complaints embraced nearly every form of railroad trans- 
portation, but probably complaints of shortage of cars predomi- 
nated. Xearly all complaints were amicably adjusted. After 
June 16th, 1905, they were turned over to the Railroad Commis- 
sion of AVisconsin. While complaints have continued to be di- 
rected to this office, tliev have b(v>n refernnl to that bodv with 
a few exceptions where the familiarity of the department with 
the existing conditions has warranted us in taking up the mat- 
ter in behalf of the shipper w^here we knew a quick adjustment 
could be made. 

NORTIIERX SUPPLY COMPANY. 

I would most earnestly call your attention to that part of 
my eleventh biennial report contained on pages ten to fifteen 
relating to the N^orthem Supply Company. Complaint was 
made to this department in Jui.e, 190-I-, by a county official of 
Polk County that an elevator company known as the Northern 
Supply Company had been able to run out all competition on 
the line of the Minneapolis, St. Paul & Sault Stx^. Marie Rail- 
^way in the state of Wisconsin, through their officials being iden- 
tified, either officially, or by close relationship, with the officials 
of the raihvay company. This department, being elective, it 
was deemed its duty to investigate this question at once, without 
submitting it to the executive of the state, and the facts ascer- 
tained by such investigation were reported to your predecessor, 
but received no attention or consideration ; hence its repetition 
in this report with renewed recommendation 

From the Congressional records it would appear that United 
States Senator, Robert M. La Follette, has asked for a public 
investigation of the elevator question by the Int.CTstate Com- 
merce Commission. From the standpoint of a United States 
Senator, there can be no doubt of the propriety of such an in- 
vestigation, but this vould not affect the conditions now ex- 
isting in Wisconsin, or have any bearing on a company organ- 
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ized as is the Northern Supply Company. The duty of this 
department is to give some relief to the producers who are so 
unfortunate as to be located on the line of the Minneapolis, 
St. Paul & Sault St© Marie road, and while I commend the 
action of Senator La FoUettei, I wish ,to call your attention 
to the fact that the Northern Supply Company is entirely a 
Wisconsin product, although there is no doubt that its main 
stockholders are residents of Minnesota or Canada at present. 
Every elevator, so far as I have been able to ascertain, is lo- 
cated in this state and if no interstate shipments are made, 
where is the Interstate Commerce Commission to give us any 
relief? Located on a line running direct from St. Paul to 
Canada, it is very easv to send shipments to Canada and rebill 
them to any point in the East where they have a market for 
them, or they could have an agent any^^here in the state of 
Wisconsin to whom they could be sent and rebilled direct on 
any other road as state shipments. The Interstate Commerce 
Commission would have no power over a local company that 
does not do interstate shipping. At present, the Northern 
Supply Company ships very extensively to the Eastern States. 
No doubt they make many shipments via Chicago, but their 
principal business is East over the Canadian Pacific road, and 
I would earnestly ask that Section 1840 be so amended as to 
include elevators, and let the state of Wisconsin test its au- 
thority in this matter as soon as possible. 



EXTRACT FROM THE ELEVENTH BIENNIAL REPORT OF RAILROAD 

COMMISSIONER. 

"Complaint was made to this department that the Iforthern 
Supply Company, whose main office is located at Amery, Wis., 
was composed of officials of the Minneapolis, St. Paul & Sault 
Ste. Marie Ey. Company, and through their influence as such 
officials, had been able to practically run out all competition 
in the field where they operate. Section 1804 of the Re- 
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vised Statutes of Wisconsin provides that no president, di- 
rector, officer, agent or emloye of any railway, freight, or trans- 
portation corporation company, shall be interested directly or 
indirectly in the (furnishing of supplies or materials to such 
corporations or in the) ^business of transportation of freight 
or passengers over the line owned, leased, controlled or operated 
by such corporations. Under this section, I deemed it the duty 
of this department -to give this matter some consideration. On 
investigation, it was found that the Northern Supply Company 
was incorporated in 1898 by Henry B. Dyke, Paul Filzen, and 
John Langenbach. The present officers of the Northern Sup- 
ply Company are. President, John Langenbach; Secretary, H. 
B. Dyke; Treasurer, S. L. Pennington. The capital stock is 
$40,000, of which $20,000 is paid up and is owned by Hleairy 
B. Dyke, Claim Agent and Assistant Solicitor of the M., St. 
P. & S. S. M. Ry. Co., S L. Pennington, son of the 2d Vice- 
President and General ^Xfanager of this road, Mr. Patten, 
ffither-in-law of S. L. Pennington, and John Langenbach. 

This corporation purchased all the elevators heretofore owned 
and controlled by Schneider & Filzen, which I understand 
amount to 15 or 20, all situated on the said line of railroad or 
its branches in the state of Wisconsin. 

It is very clear that this Northern Supply Co with its 
secretary also claim agent and solicitor of the railway com- 
])auy over Avhose line it does nearly all of its shipping, is in a 
])oaition to get special rates or privileges that would not be 
granted a shipper who was not so closely associated with the 
officials of the railway company. There can be no doubt that 
a com])any so organized would be able to stifle all competition. 

As soon as all the facts were ascertained in the matter, the 
(|ueation Avas submitted to the Attorney General in the follow- 
ing letter; 
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Hon. L. M. Stubdevant, December 20, 1904. 

Attorney Ueneral, 
Dear Sir: — I would most respectfully ask your opinion as 
to the right and legality of any officer of a railroad company 
operating its line in this state to become a stockliolder and one 
of the chief officers of a company operating a system of ele- 
vators which handles flour, feed, and all kinds of farm produce 
which are shipped over the line of road which he represents as 
a railroad official. 

Yours very respectfully, 

(Signed) John W. Thomas, 

Railroad Commissioner, 

Hon. John W. Thomas, 

Railroad Commissioner. 
My Dear Sir: — Your communication of December 20th, 
1904, asking for my opinion as to the right and legality of any 
officer of a railroad company operating its line in this state to 
become a stockholdi^r and one of the chief officers of a company 
operating a system of elevators, which handles flour, feed, and 
all kinds of farm produce which are shipped over the line of 
road which he represents as a railroad officer. 

In reply thereto, I call your attention to Section 1804 of the 
Wisconsin Statutes of 1898, which is, so far as 1 am aware, the 
only statutory provision which has any bearing upon the sub- 
ject of your inquiry in this state. 

It is provided by section 1804 as follows: "Xo president, 
director, officer, agent or employe of any railroad, freight or 
transportation corporation shall be interested directly or in- 
directly in the furnishing of supplies or materials to such 
corporation or in the business of transportation of freight 
or passengers over the lines owned, leased, controlled, or op- 
erated by such corporation. No officer of any railroad cor- 
poration shall be an officer of any other railroad corporation 
which owns or controls the parallel or competing line to be 
determined by jury; but this shall not apply to cases where 
one corporation becomes responsible for the liability of an- 
other, either by advances made or a guarantee of bonds pre- 
vious to the first day of March, 1876, nor to any corporation 
which had prior to that date been authorized to purchase or 
hold stock in any other railroad corporation so far as thus 
authorized.^' 
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Tor the purose of determining the construction to be placed 
upon the above quoted statute, I have examined into the history 
of the enactment of the same, and I find that this legislation 
had its origin in Chap. 273 of the Laws of 1874, which chapter 
is entitled, "An act relating to railroads, express and telegraph 
companies in the state of Wisconsin," and is, in fact, an act 
to regulate the passenger and freight rates of the railroads 
then operating in the state, and for that purpose creating a rail- 
road commission, consisting of three members. This act was 
amended two years later by the enactment of Chap. 57, of the 
Laws of 1876, entitled, "An act to amend Chapter 273 of the 
Laws of 1874, entitled, ^An act relating to railroads, express 
and telegraph compani.es in the state of Wisconsin,' and to re- 
peal other sections and acts named therein." 

Chap. 57 of the Laws of 1876 repealed the provisions with 
reference to the establishment of a railroad conmiission, con- 
sisting of three members, and provided for the appointment of 
a state officer, to be known as the Railroad Commissioner, and 
clothed such commissioner with certain duties and powers, 
therein enumerated. Chap., 57 of the Laws of 1876, like Chap. 
273 of the Laws of 1874, was an act designed to regulate the 
management of railroad corporations in Wisconsin and the rates 
of transportation to be charged by such companies and to pre- 
vent discrimination. • • 
It is provided by Section 8, of Chap. 57 of the Laws of 1876, 
as follows : 

"No railroad corporation shall consolidate the stock, prop- 
erty or franchises of such corporation with, or lease or pur- 
chase the works or franchises of, or in any way control, any 
other railroad corporation ovniing or having under its con- 
trol a parallel or competing line, nor shall any officer of such 
railroad corporation act as the officer of any other railroad 
corporation owning or having control of parallel or competing 
lines, and the question whether such railroads are parallel 
or competing lines shall when demanded by the complainant, 
be decided by a jury, as in other civil issues; provided, that 
the provisions of this section shall not apply to any contracts 
now existing where one corporation has become responsible 
for the liabilities of another, either by advances heretofore 
made, or by the guarantee of bonds j)revious to the passage 
of this act; nor shall it apply to any railroad corporation 
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which, prior to the passage of this act, shall have been au- 
thorized to purchase or hold stock in any other railroad cor- 
poration." 

Section 9 of Chap. 57 of the Laws of 1876, provides as fol- 
lows: 

"l^o president, director, officer, agent or employe of any 
railroad or transportation company shall be interested di- 
rectly or indirectly in the furnishing of material or supplies 
to such company, or in the business of transpojtation as a 
common carrier of freights or passengers over the lines owned, 
leased, controlled or operated by such company." 
Section 10 provides : 

"In the construction of this act, the phrase ^railroad' shall 
be construed to include all railroads and railways operated 
by steam, and whether operated by the corporation owning 
them, or by other corporations, or otherwise. The phrase 
^railroad corporation' shall be construed to mean the corpo- 
ration which constructs, maintains, or operates a railroad op- 
erated by steam power." 

It will be observed upon examination of the sections above 
referred to, that Sec. 1804, of the Wisconsin Statutes of 1898, 
is nothing more or less than a condensation of the provisions 
of Sections 8 and 9 of Chap. 57 of the Laws of 1876, and, so 
far as the construction to be placed upon Section 1804 is con- 
cerned, it is obvious that the same interpretation should be 
given to Section 1804 as was intended by the Legislature to be 
given to Sections 8 and 9 of Chapter 57 of the Laws of 1876. 
At the time of the passage of the act, provision wajs made in 
Sections 8 and 9 to meet conditions then existing concerning 
the relationship of certain railroad corporations in Wisconsin, 
and it was expressly provided that 

"The provisions of this Section shall not apply to any con- 
tracts now existing where one corporation shall have become re- 
sponsible for the liabilities of another," etc. 

But it was evidently the legislative intention to prevent a 
recurrence of such conditions in this state by prohibfting in the 
future any railroad corporation from consolidating the stock, 
property or franchises of such corporations, or from leasing or 
purchasing the works or franchises, or in any way controlling 
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any other railroad corporation owning or having under its con- 
trol a parallel or competing line; and it seems clear that the 
legislative intention was to prevent the absorption of competing 
lines by other corporations, and thus insure compliance with 
the provisions of the act and prevent the discrimination in 
rates, tlie evident purpose being to secure to the public the ad- 
vantages of competitive rates. And it is provided in said Sec- 
tion 8 that the question of whether or not any line of railway 
operating in this state which might be consolidated or in any 
way leased or controlled by another railroad company was or 
was not a competing lino should be ^ ^decided by a jury as in 
other civil issues." 

Further, to insure compliance with the conditions of the law, 
it was enacted, as provided in section 9, that ^^No president, 
director, officer, agent, or employe of any railroad or transpor- 
tation company shall be interested directly or indirectly * * * 
in the business of transportation as a common carrier of freights 
or passengers over the lines owned, leased, controlled or operated 
by such company.'' 

The phrase "a;3i a common carrier" is significant as convey- 
ing the real intention of the Legislature which was evidently 
to provide against the accomplishment by indirect means, 
through the intervention of interested officials, that which the 
law had specifically forbidden to be accomplished by direct 
means, through the consolidation of stocks, or the leasing or 
controlling of competing lines. The phrase "as a common car- 
rier" is eliminated in Section 1804, but it seems to me that the 
language of Section 1804 is capable of only such interpretation 
as would be given it at the time of the enactment of Chapter 
57 of the Laws of 1876, when the legislative intention was more 
clearly and fully expressed. 

There is a suggestion in your inquiry to the effect that, where 
officers or employes of a railway company are also the chief 
officers in a company operating a system of elevators whicli 
handles all kinds of farm products, which products are shipped 
over the line of road in which such officers are interested, there 
is a possibility through such relationship, that the public may 
be deprived, by discriminations made for the benefit of sucli 
officials or through their influence or direction, of the benefits 
which this legislation was designed to secure ; but, inasmuch as 
the law in question was enacted with direct reference to com- 
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mon carriers and, as subsequent legislation and amendment has 
in no way enlarged its scope, by suggestion or otherwise, I am 
of the opinion that tha present law is not broad enough in its 
application to meet the conditions which you suggest. In other 
words, I do not think that the statute prohibits an officer in a 
railroad corporation from owning stock or being interested in 
an elevator company. 

In the limited time which I have devoted to this investiga- 
tion, I have been unable to discover any decision bearinq; t 
' rectly upon the matter of your inquiry. Certainly there is no 
decision in Wisconsin which covers the case. If such condi- 
tions exist as above suggested, the matter should be brought to 
the attention of the legislature and the Statute made sufficiently 
comprehensive to meet the necessities of the case. 

Yours very truly, 

(Signed) L. M. Sturdevant, 

Attorney General/' 

In view of the Attorney General's rulings on section 1804, I 
would most earnestly recommend the amending of the present 
law so as to provide against railroad officials and employes be- 
coming interested in elevator companies which have to do their 
business over the line of road with which they are connected 

MAPS. 

Under the provisions of section 1795 A, this department is 
required to publish 22,000 mounted maps and 3,000 unmounted 
maps of the state of Wisconsin. 

Of the mounted maps, 12,230 are to be distributed equally 
among the members of the Legislature and 8,000 to be delivered 
to the Superintendent of Public Instruction, the balance to be 
distributed by this department. Previous to the issue of 1904, 
the co^ of the publishing of the maps has always exceeded 
$9,711.00. The issue of 1904 was let to the lowest bidder and 
cost the state $6,110. The issue of 1906 was also let to tlie 
lowest bidder and cost $5,750.00 delivered at the depot in the 
city of Madison. The demand for these maps is beyond the 
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resources of the office to furnish and I would call attention to 
the fact that the life of a map in the school room should cer- 
tainly cover a period of four years. As they are issued bien- 
nially, I can see no necessity of supplying the 8,000 to the 
schools every two years and I would recommend that they be 
furnished every four years and the alternate issue be given to 
the general public by any means the Legislature shall deem most 
economical to the state. 

BKIDGES. 

Several complaints were made relating to railroad bridges as 
f oUows : 

Defective Bridges. 

Of the safety of the bridges across the ^emadji River in 
Douglass County, a bridge over which heavy ore trains are run 
to the ore docks. This bridge crosses the river and a large deep 
valley and is some 1,400 ft. in length and from 40 to 50 ft. 
in height. An examination of the piling which supports the 
trestle developed the fact that nearly two-thirds of the timber 
was decayed and on notification of this fact, the Great Northern 
Eailroad Company repaired the bridge by putting in all new 
piling so as to make it safe. 

Overhead Obstructions. 

Two complaints have been made of low bridges. Since the 
adoption of air-brakes, the different railroad companies have 
been somewhat negligent in keeping up what is known in rail- 
road parlance as tell-tales. These tell-tales are a necessity where 
bridges are not high enough to allow a brakeman to stand on 
top of a freight car without endangering his life by coming in 
contact with the bridge timber overhead. This danger from 
a low-truss bridge has not been removed by air brakes and never 
will be as long as a brakeman is a necessity on a freight train, 
and the fact that many of the furniture cars are over 15ft. 
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from top of rail to top of car, makes it quite important that 
some steps be taken to designate the minimum height of over- 
head obstructions, and I would recommend that some legisla- 
tion be enacted requiring the standard height from the lail of 
all overhead obstructions of all bridges in the state to be 22 ft. 
and that tell-tales be maintained on all bridge<3 not of standard 
height. 

During the last inspection of bridges made by this depart- 
ment the engineer employed reported the bridges on the Wis- 
consin Central crossing Silver Creek and the White River, 
which were erected in the early 70s, inadequate for the traffic 
at the present time. These bridges are of iron and at the time 
of their erection were no doubt sufficiently strong and adequate 
to the traffic, but with the crystallization caused by time and ex- 
posure, and strain from constant use, they are not today equal 
to the increased traffic which has nearly doubled. While they 
are operated under the most rigid rules of controlled time, at 
the rate of less than 6 miles an hour, there probably is no dan- 
ger, barring accidents, but an accident on either of these bridges 
would certainly result disastrously and it should be required 
that the new structure be completed during the coming 
season. A report to this office dated the 9th of Novem- 
ber, 1906, states that the concrete arch of Silver Creek 
bridge was built in 1905 and the filling is now partly done, and 
the concrete arch at White River bridge was also built in 1905, 
but no filling has as yet been done. This structure is some 
1500 ft. in length and is probably the longest structure of its 
kind on the road, and the filling should certainly be done the 
com'ing year as a bridge of this height and length, built in 
1872, has passed its period of absolute safety. 

TWO CENT PASSENGER RATE. 

Owing to the fact that the several political parties in this 
state adopted in their party platform for the year 1904 a de- 
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mand for a two-cent passenger rate, this department devoted 
some time to the study of that question previous to the enact- 
ment of chapter 362, Laws of 1905, which practically legisla- 
ted it out of existence. 

In considering the question of a two-cent passenger rate, it 
becomes apparent at once that it is necessary to divide the 
roads into two classes, the seco-nd class to comprise all new 
branches, all branches hereafter constructed, and such portions 
of the old branches as are not self-supporting. Roads of the 
second class should be transferred to the first class after a cer- 
tain period, or at the option of the Railroad Commission. 

To ascertain the earning capacity of the passenger business 
on the first or second class branches so established, or to be es- 
tablished, it would be necessary for the commission to demand 
annual or semi-annual reports from each station agent in the 
state of the total receipts for passenger tiskets, conducters' col- 
lections, and mileage books, the latter only to be based on the net 
receipts to the company, all refunds being deducted; also the 
receipts from excess baggage and the revenue from carrying 
express. On divisions where the earnings, coupled with the 
receipts from the United States Government for carrying mail 
equal or exceed $3,000 per mile, there can be no doubt of the 
reasonableness of a two-cent fare. In fact, such a rate would 
increase the earnings on some of the "lines. 

STATE^ OR GOVERNMENT SUPERVISION OF BUILDING^ OR REPAIRS 

OF RAILROADS. 

The state should assume some control over the building or 
repairs to railroads. Glancing back over the railroad problem, 
its growth is centainly surprising, considering the extent of 
the make-shifts that have been adopted in the building of some 
of the lines. In early days when a new road was contemplated, 
valleys and streams were followed to get away from any ex- 
pense of grading and in the laying of rails and building of 
bridges, the future development or increase of traffic on the road 
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was never considered. Anything suitable for the present needs 
was used. Some railway companies were more fortunate than 
others, because they were more far-seeing and looked to future 
development, but today, railroading in Wisconsin is still in its 
infaflcy, and the fieM for the professional promoter should be 
curtiiiled by requiring to be filed with the commission every de- 
tail in contemplation by a road, both steam and electric. There 
can be no doubt but that the interurban will be much used for 
short and light traffic, but on the main standard roads of Wis- 
consin, where the grades are reduced to 1%, the curves are 
straightened or spiralled, so that the traveller is not in danger 
of being thrown from his seat, the possibilities of the growth of 
the traffic are simply wonderful. One often meets railroad 
officials who say it is impossible to compete with lake navigation. 
Such men have never considered the question of future possi- 
bilities and do not know what the possibilities of railroad trans- 
portation are. With a straight track, at a grade not to exceed 
1%", and cars of 80,000 lbs capacity, a locomotive with six dri- 
vers with a bearing of 20,000 lbs. to the driver, can move with 
ease from three to four thousand tons. Today, 900 to 1,300 
tons is considered a load on the average line of Wisconsin. 

There is another reason why public supervision should as- 
sume authority. Many of the roads today have accumulated 
bonds or other indebtedness that show that the roads cost thous- 
ands and thousands of dollars when the actual bona fide cost of 
the roads is probably one-half. 

Some of the roads have received large donations from the 
public. There is no evidence to show that the money was prop- 
erly and legitimately used, or to what use it Avas put. Here- 
after, the public donater should at least have the satisfaction of 
knowing that his money was used for the puri)ose he contem- 
plated. 

One of the lines operating in this state reported to this de- 
rartment the cost of construction and all equipment at some- 
thing over $47,000 to the mile. Running back over the ex- 



14 Efpoet of the Kailroad Commissiojteb. 

Oeneral Report. 

penscs incurred in making up the $47,000 we find discount on 
securities sold of an amount equal to over $25,000 to the mile. 
Hence, the actual cost of this road was less than $22,000 to the 
mile and it was not a makeshift road, the work on it being first 
class. These conditions, and many others, make it almost a 
necessity that some effort be made to stop the railroad promoter 
from squandering money in disposing of securities or building 
tracks and bridges with inadequate material which the safety of 
the public, with the ordinary traffic over the road, would re- 
ijuire to be replaced in a very short time at five times the ori- 
ginal cost. 

There are manv other reasons whv some state supervision 
should be provided that the brevity of this report does not allow 
me to consider. 

Kespectfully submitted, 

eToiix W. Thomas^ 
Railroad Commissioner, 
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Nan 



Average 
amount earn- 
ed per mile 
year nndiair 
Dec 31, 1904. 



Abbotsford & Nor 
Ahnapee & Weste 
Bi«r Falls Railwa; 
Bayfield Transfer 
Chicago, Mil wan 
Chicago & Norths 
Chicago, St. Pan! 
Chicago, Burling 
Chicago, Lake St 
Chicago & Lake i 
Illinois Central . . 
Chippewa River ( 
Chicago; Harvar( 
Chippewa Valley 
Drummond & Soi 
Dnlnth, South SI 
Duluth, Superior 
Dunbar & Wausa 
Fairchild & Nort 
Great Northern . . 
Green Bay & Wes 
Glenwood A Nort 
Hawthorne, Nebc 
Hazelhur8t& Soi 
Holmes & Son Raj 
lola & Northern..* 
Kewannee, Green 
John R. Davis Li 
Lake Superior Te 
Mattoon Railwa:! 
Marinette. Toma 
Minneapolis, St. 
Minneapolis, St. 
Northern Pacific. 
Northwestern Coi 
Oshkosh Transpo 

N.W 

Robbins Railwajj 
Stanley, Merrill J 
West Range, (no^ 
Winona Bridge R| 
Wisconsin & Mict 
Whitcomb & Mor! 
Wisconsin Centr^ 
Wisconsin Westei 

AN.) 

Tony & Northeasl 
Bayfield, Lake SI] 
Mineral Point & , 
Liaona & Norther 
Hillsboro & N. E 
Marathon Co. Ry 



Totals. 



Proportional Exce 
Deficits. 

Lieased. 



$1,871 15 
1,866 09 

424 54 

756 64 
8,704 21 
8,686 18 
7,118 29 
9,962 03 
4, 115 37 
1,518 65 
1,150 70 

&56 95 
1,786 68 
1,090 80 

771 30 
2,585 46 



1,855 58 
1,164 50 
25,812 82 
2,618 92 
526 60 
1,725 06 
1,739 10 



1,657 50 

3,203 13 

74 70 

609 59 

998 71 

1,060 12 

1,368 31 

4,862 59 

4,179 

2,211 



Rate of taxation for each 

railroad, year ending 

Dec. 31, 1904. 



$5 per mile & 2V^ p r cent. 
$5 per mile & 2% per cent., 

$5 per mile 

$5 per mile 

4 per cent, gross earnings. 
4 per cent, gross earnings. 
4 per cent, gross earnings. 
4 per cent, gross earnings. 
4 per cent, gross earnings. 
$5 per mile & 2V% per cent., 

$5 per mile 

$5 per mile 

$5 per mile & 2H per cent. , 

$5 per mile 

$5 pe'* mile 

3 per cent, gross earnings. 



$5 per mile & 2\^ per cent. . 

$5 per mile. 

4 per cent, gross earnings. 

3 per cent, gross earnings. 

$5 pr r mile 

$5 per mile & 2^ per cent. . 
$5 per mile & 2M per cen t. . 

$5 per mile. . 

$5 per mile & 2% per cent. . 

4 per cent, gross earnings. 

$5 per mile ■ 

$5 per mile 



25 
19 



2,429 78 

503 52 

2,878 66 



24,459 22 

1,971 75 

554 32 

6,502 89 

1,297 04 
700 00 



1,110 92 

2,217 93 

543 97 



$5 per mile , 

$5 per mile , 

4 per cent, gross earnings. 
4 per cent, gross earnings . 
3 per cent, gross earnings . . 



3 per cent, gross earnings . . . 

$5 per mile 

3H per cent, gross earnings. 
$5 per mile. 

4 per cent, gross earnings... 
$5 per mile &. 2^ per cent — 

$5 per mile 

4 per cent, gross earnings. . 



$5 per mile. 
$5 per mile. 



$5 per mile 

3 per cent, gross earnings. 
$5 per mile 



Amount of 

tax or license 

fee for the 

year ending 

Dec. 31, 1904. 



$216 

481 

105 

49 

600,197 

617,987 

208,668 

88,689 

2,994 

16 

456 

120 

66 

51 

108 

10,148 



46 
18 
00 
30 
46 
26 
42 
97 
34 
40 
55 
00 
92 
70 
60 
57 



187 

165 

39,018 

20,624 

70 

324 

120 

100 

42 

4,702 

102 

81 



51 
00 
59 
00 
00 
11 
75 
00 
00 
20 
50 
65 



218 

228 

67,107 

22,494 

530 



85 
75 
52 
40 
68 



304 70 

167 50 

4,035 17 

35 00 

528 32 

1,138 61 

30 00 

218,832 50 

259 85 
11 00 



65 00 
306 08 

77 50 



$1,912,267 87 



No. 



1 
2 
3 
4 

5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
90 
31 
32 
33 
34 
35 

36 
37 
38 
39 
40 
41 
42 
43 

44 

45 
48 
47 
48 
49 
50 
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PART 11. 

Report of Investigation of Railroad Commissioner, 
J. W. Thomas, Relating to Back Taxes, Under 
Section 431, Laws of 1903. 



December 1,' 1906. 
To His Excellency, James O. Davidson, 

Governor of Wisconsin, 

Sir: — In accordance with section 431, laws of 1903, I sub- 
mit herewith a report of the results of the investigation made 
by the department under the provisions of said section Sec- 
tion 431, laws of 1903, became effective May 29, 1903. After 
this some time was spent in a careful study of the questions in- 
volved, before beginning the actual examination. During this 
time many shippers were interviewed by representatives of the 
department to obtain, if possible, information that would aid in 
the work. Before the investigation was begun, it was found 
that discriminations, in violation of the provisions of the law, 
were common and had been for many years. It was further 
found that favored shippers in various parts of the state had 
been, and still were, in receipt of rebates. Certain shippers, 
who had received such rebates, had become dissatis§ed, because 
they feared their competitors were being favored to a greater 
extent than they were. 

After completing the inquiry among the shippers, two expert 
accountants were employed ; and began work at the general of- 
fices of the Chicago, Milwaukee & St. Paul Railway Co. on the 
29th day of September, 1903, and were instructed to make a 
full examination of the books and records of the company, with 
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a view of ascertaining what rebates or refunds had been made 
to shippers in violation of any published tariffs, rules, or reg- 
ulations, and then deducted from its gross earnings before 
the same were reported for taxes, and also to ascertain if the 
company had failed to report any portion of its earnings that 
could be properly considered as gross earnings. 

Instructions were issued to the accountants to take into con- 
sideration all refunds paid to shippers where such refunds made 
the rates less than the regular published tariff, rules, or regula 
tions in force at the time of shipment, but to allow refunds as 
follows : — 

On account of charity. 

On account of personal courtesies (not affecting the commer- 
cial community) extended by railway officials to their relatives 
and friends. 

On account of overcharges, errors, mistakes, accidents, mis- 
fortunes, bankruptcies, etc. 

On account of ^^concentration" of products when such coii- 
contration rates were sufficiently published by the use of printed 
tariffs, rules, or circulars. 

On account of municipalities, when the transactions were of 
direct public benefit. 

On account of redemption of mileage book ^^covers" of in- 
terchangeable mileage credentials. (This is a considerable 
item in the consideration of passenger earnings, and the reason 
for its designation as a proper and legitimate charge to gros^J 
earnings is that the public is fully informed and cognizant of 
the conditions governing the issue of such transportation.) 

On account of *%illing and manufacturing in transit" when 
provided for by a regular published tariff, so the general public 
has full knowledge of the same. 

After hurriedly checking over the books, records and vouch- 
ers for the year 1002 on the C, M. & St. P. Ey., the C. & IST. 
W., W. C, C- St. P. M. & O, and the M., St. P. & S. S. M., it 
was found that on all of these roads the state had been deprived 
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of a large aiiioimt of taxes and that the department had under- 
taken a work which would require a larger force, if the results 
desired were secured within a reasonable time. Therefore, two 
more accountants were employed and commenced work at the 
offices of the Chicago & iNTorth Western Ry. Co. 

The several railway companies have treated the accountants 
with every courtesy, furnishing them with suitable office ac- 
commodations and with the books of record required, relating 
to the investigation of the deductions from gross earnings, and 
furnished all vouchers for which request was made. 

The investigation covered a period of teU' years, beginning 
A\'ith the year 1903 and working back to and including 1894, 
on the Chicago, Milwaukee & St. Paul, the Chicago & ISTorth 
AVestern, the Chicago, St. Paul, Minneapolis & Omaha, and 
the Minneapolis, St. Paul & Sault Ste. Marie; 

On the Wisconsin Central, the Green Bay & Western, the 
Kowaimee, Green Bay & Western, the Duluth, South Shore & 
Atlantic, the Chicago, Burlington & Quincy, the Chicago, Burl- 
ington & K'orthem, the Great TsTorthern, and the IsTorthem 
Pacific, the examination covered a period of seven years ; viz., 
from 1897 to 1903 inclusive. 

The investigation of the books and records of the following 
roads was made and no illegal deductions from earnings before 
reported for taxes were found : 

Fairchild & North Eastern. 

Dunbar & Wausaukee. 

Tola & Northern. 

Ahnapee & Western. 

Northwestern Coal Railway. 

Hawthorne, Nebagamon & Superior. 

The department was unable to get for examination any 
vouchers on the Wisconsin & Michigan Ry, 

There has been found up to this date $12,499,028.59 of gross 
earnings not included in the reports of the railroad companipe 

2— B. B. 
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to the state treasurer. Properly classified, the several items 
are as follows: 

AMOUXTS WRONGFULLY DEDirCTKI) FROM 
GROSS EARNINGS BEFORE REPORTED 
FOR TAXES: 

Commissions and repayments to shippers $6,927,669 l-j 

Commissions and repayments on passenger traffic 948,641 JM 

Expense of operating- hotels 1,600 96 

Expense of operating sleeping cars 13,728 91 

AMOUNTS NO'T REPORTED FOR TAXES THAT 
ARE A PART OF GROSS EARNINGS: 

(^ar mileage, credit balance 1,070,856 11 

Switching charges collected 2,465,543 65 

Storage, demurrage, and miscellaneous l&^SM 09 

Rental of tracks and terminals 905,684 48 

Total 112,499,028 59 



A set of tables appeiicU d to this report will give these figures 
more in detail. 

The Xortheni Pacific, Great Xortheru, and Duluth, Sonth 
Shore and Aj^lantic have settled the taxes fonnd against them. 
The Minneapolis, St. Paul and Sanlt Ste. Marie has paid in 
part. The sums paid by this road amount to $0,001.37 item- 
ized as follows: : ! ' : ^ J 
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REFUNDS ox ACCOUNT OF ALLEGED COMPETITION. 

At first the department was inclined to allow refunds to 
meet "lake competition'' and refunds at competitive points 
where one road had the loiig haul and wished to meet com- 
peting: lines. After considerahle work had been done, it was 
found b3vond a doubt that the refunds made under the claim 
of ^'lake competition/' and also to meet the lower rate of the 
short competing road, had not been given to all the shippers 
from these points and, therefore, the statutes forbidding dis- 
crimination had been violated. Competing roads were not 
agreed upon this question of boat competition. The officials of 
one of the large roads earnestly insisted that Lake Superior and 
Lake Michigan boat lines constantly threat^^ned their business 
at reduced, and frequently changing rates of transportation, 
a^id that it is impossiWe for them to anticipate, by due publi- 
cation of tariffs, the rates necessary to secure such traffic ; while 
the cfficia^^ of another cq;:al1y rti^cn-T; v^ad, which touches prac 
tically the same distributing points, maintained strongly that 
whereas the boats are resi'arded in every way as competitors, 
they are not as disturbing as rail lines for the reason that 
they are operating under tariffs and published schedules which 
thev adhere to and their competition is fullv and definitely 

• tut, 

known, is fully anticipated, and the business is protected by 
the Dubli cation of tariff rates of freight based thereon. 

Rome vorv larcro refunds were no doubt made because of the 
volume of the business and the favorable location of the shipper 
for competition between rival lines. This doubtless was the 
cauf'e of the lar^'e refunds made to tlie jSTorthern Grain Co. - 
wliich will be taken up hereafter. 

COMMISSIONS. 

Tt has been the custom of many railway companies operating 
in Wisconsin to pay out each year large sums of money on 
vouchers which are designated as ^^Commissions " In most in- 
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stances, the companies paying" out tJicse sums have deducted 
the amounts so paid from their reported gross earnings to the 
state treasurer. There can be little question but that these 
deductions are wrong and that the state is entitled to its per- 
centage on the amounts so deducted. Where this course hai^ 
been followed by the roads, the amounts so deducted have been 
included in the tables which form a part of this report. This 
department regards these payments as unfair discriminations 
between shippers. The beneficiaries have been lumber and 
coal merchants, paper and other manufacturers, refrigerator 
car owners, and owners of the so-called ^'industrial lines." 
The meaning of the term '^industrial line'' is probably known 
to every onei who w411 read this report. It is generally but a 
system of side-tracks about the works of a large manufacturing 
company connecting, with one or more main lines of railroad, 
and is built for the sole convenience of the manufacturing cor- 
poration and used exclusively for the freight of that corpora- 
tion. These roads are not in a broad sense common carriers, 
and do no commercial busine^ss other than indicated. Gc^n- 
erally they are organized and known by an independent corpo- 
ration called a ^^railway company,'' but the stock of this corpo- 
ration is invariably owned or controlled by the parent concern 
of which it is a component part and the "commission,'' or "r ^- 
division of through rate" paid to this so-called "railway*' is 
only a rebate in disguise. 

The Wisconsin proportion of gross earaings has been very 
materially reduced by commissions paid to the ofHcia's of other 
lines of railway, particularly those located in other states. 
Parties receiving such payments are designated by their proper 
official title, occupation and addresses on the voucher, but the 
receipt for such commission is given in their individual capac- 
ity, and not as representatives of th? railway companies em- 
ploying them. 

Manv of the vouchers for conmiissions are nuule to the Gen- 
eral Freight Agents, General Traffic Alanagers, and subordi- 
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nate freight officials of lines outside of Wisconsin. In such 
cases, there has been no difficulty in ascertaining to whom the 
sums were paid. 

Other refunds are paid to large and favored shippers. The 
cour&Q followed has been for the shippers to pay the regular 
rate of freight, and at intervals, certain proportions of the 
amounts paid are refunded to them in accordance with a spe- 
cial private understanding. 

The amounts are then deducted from the gross earnings and 
omitted from the total gross earnings reported to the State 
Treasurer. These refunds amount to illegal preferences to the 
shippers receiving them, and when they are deducted from the 
amount of gross earnings, reported to the state treasurer, the 
amount of taxes the state should receive is reduced. It is diffi- 
cult to arrive at the exact facts of some of the transactions re- 
sulting ill freight discriminations in the form of rebates, as the 
vouchers often give only a vague and meager statement of the 
facts. Sometimes they are very misleading. The account- 
ants did not obtain absolute proofs of the illegality of many 
claims of recent date until their investigation led them back 
to the years 1897 and 1898 where similar payments were found 
to the same parties which were not so ingeniously worded as 
the more recent ones. 

Refunds on logs and other raw material have been allowed 
as regular when covered by either general or commodity tariffs. 
They have been included in the report only when indications 
have proved beyond question that they were made to cover se- 
cret special rates to a shipper not allowed to his competitors. 
These refunds are no doubt frequently made for the purpose 
of getting business away from competing lines. 

Switching, dockage and drayage are classifications that show 
preferential refunds to shippers of the charges indicated, mainly 
in the cities of (^hicago and Milwaukee, but which largely af- 
fect the gross earnings properly belonging to Wisconsin. It 
should be clearly understood that switching charges included 
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in this special classification, and which have been deducted 
from gross earnings before being reported to the state, are not 
covered under switching items elsewhere given in this report 

DONATIONS TO NEW INDUSTRIES. 

Under this head, nearly all the large roads operating in Wis- 
consin have made refunds. 

Whatever justification there may be for the policy pursued 
by the companies for encouraging new industries on their lines 
of road, they certainly have no right to deduct any such dona- 
tions from the gross earnings, upon which the license fee due 
the state is computed. The practice has been common with 
many of the roads. 

I 

COAL, LIME, CEMENT AND SALT. 

Dealers in coal, lime, cement and salt have frequently en- 
joyed rat^s agreed upon much lower than the regular tariff 
rates. The published tariff rates have been collected froiii 
them, but the excess of such rates over those specially agreed 
upon has been refunded to them by voucher. All such trans- 
actions have been included in the aggregate of improper deduc- 
tions. One large company received in one year upwards of 
$32,000 as refunds on the shipment of one of these products. 

EXPENSE OF OPERATING HOTELS AND SLEEPING CARS. 

When hotels and lunch counters are operated bv the railway 
company, the expense of theii operation should not be deducted 
from gross earnings, but charged to operating expenses. The 
same is true of the expense of operating sleeping cars, 

REBATES, ILLUSTRATIONS OF. 

As an illustration adopted to cover discriminations in the 
nature of rebates, I quote from certain telegrams and letters 
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which have come into my possession, during the investigation. 
These telegrams and letters are taken from the liit^s of one of 
the leading lines doing business in the state, and they will ex- 
plain themselves. Xames and other ideiuifvin£r remarks are 
properly omitted, but they are otherwise verbatim. The first 
letter is addressed by the president of the shipping corporation 
to the general freight agent of the railway company, and reads 
as follows: 

''Dear Sir: — ^Herewith send vou invoice for a few cars of 

goods, shipped to , and last month. Very nearly 

all of the shipments were sold previous to receiving your 

notice that vou would not allow anv more rebates on these ship- 
ments, and there is still eight or nine cars on our books to go 
which were sold in the month of Xovemljer. We have also 
figured our margins, on the mixed cars of stuff sold during 
last month so close that there is hardly anything left for us, 
and we thought by explaining the circumstances to you, that 
you would allow us the rebate, and in view of our talk last 
Sunday night in train, thought possibly you would l)e willing 
to give us the rebate on these several shipments made during 
the month of Januarv. 

Kindlv let us hear from vou, 

Yours trulv, 

Co." 

The records show that thcbc rebates were paid. Other com- 
munications are as follows: 

''Dear Sir: — I^lease relieve Agent to the amount of 

shipments made by Co., billed prepaid as per expense 

bills attached. This is in accordance with arrangements made 
by the general manager and is to cover a subscription of $500 

made by this company toward building a new bridge at 

'^^he Co. will pay the five hundred dollars and will bill 

( \ r shipments prepaid tmtil they are reimbursed, the total 
a:.-:,;.nt not to exceed $500 00. 

Yours truly, 



Gen. Frt. Agt." 
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Mr 

Agent 

Dear Sir. — For your information I would state that we 

wish to have the rate on cooperage stock for 15c. 

There are some reasons why we do not wish to put in this 

tariff. Please bill all future shipments for via 

care of R. R., at the through rate of 17i/*>c., showing 

in the prepaid column an amount equal to 2%c. per cwt. For 
instance, a car weighing 40,000 lbs, at I7I/2C. would be $70 00, 
and you would show in prepaid column $10. This would 
leave $60 to be collected, which would be 40,000 lbs., at 15c. 
You will please send me at the close of each month a state- 
ment of the amount you are outstanding on account of the 2 V^c- 
billed prepaid, and your station will be relieved. In this way 
shippers will not bo required to pay more than 15c. through. 
Kindly acknowledge receipt of this letter, stating that you un- 
derstand. 

Yours truly. 



Gen. Frt. Agt." 

^^You will receive five cars of oats from on the 

Ry., account of the Co. They will instruct 

the shipment forwarded to points You will 

bill the shipment forward at regular rate from your station, 
rating 6I/2C. per cwfc) prepaid on your WBs and make claim 
for relief of this amount in the usual manner. 

(Signed )" 

" Car 9370, oats from for Bill at 

regular rate of 16 and hold 121^ to and 4 beyond. 

Shows 7I/0C. per cwt. as prepaid, balance collect and make reg- 
ular station claim for relief which is to be paid entirely by 
this Co. 

(Signed )'' 

"Agent 

W. Bill 58000 oats to , account Co., 

or Co. at regular tariff rate, showing S^/oc. per cwt. 

prepaid, iiake claim for relief on this account. 

(Signed y 
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''Agent 

Bill oats 17132 from account Ca to 

at regular rate of 16i/^c. showing ^Yoc, prepaid and 

apply for relief, advising when due. 

O. K " (Signed ) 

PASSENGER REFUNDS. 

The same conditions that were found in the freight traffic 
exist in the passenger traffic. Commissions for business have 
been freely paid to agents and representatives of other lines. 
Refunds of considerable amounts paid for tickets, cash fares, 
and mileag;e books by large corporations and other commercial 
interests in Wisconsin, are not uncommon. The transportation 
in these cases was used and the service performed. Most of 
the vouchers for these refunds clearly indicate that the trans- 
portation was used by employes of persons and corporations 
whose names appear on the detailed report of repayments on 
account of freight. The refunds are a discriminating prefer- 
ence in favor of the parties to whom paid. The name of the 
account ''tickets redeemed" is misleading and deceptive. It 
includes refunds and repayments that do not represent unused 
tickets. It is not descriptive of the account as the tickets wevo 
used and the service by the railways actually performed. 
Nevertheless, the money has been refunded, making the -trans- 
action equivalent to free transportation at the outset. During 
the recent years this account has been used to cover refunds of 
large simis to shippers, wholesale merchants and manufacturers 
as restorations to them of amounts paid by themselves and 
their employes for railway transportation. 

TRANSFER OF TASSENGERS. 

Tickets from Wisconsin to the East, through Chicago, cover 

* 

the transfer from one station to smother in Chicago without 
extra charge to the passenger. Nevertheless, the companies 
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Iiave been in the habit of deducting from their gross earnings 
the transfer company's charge fol* the transfer of the passen- 
ger. This department maintains that when a railroad com- 
pany sells a through ticket, charging only the regular rate, it 
has no right to deduct from transportation so collected, any 
part of the operating expenses of carrying the passenger to tli? 
destination designated by his ticket. 

DEMURRAGE. / 

Demurrage is a penalty imposed upon the shipper who de- 
lays a car in loading or unloading beyond a certain fixed pe- 
ried. Some of the roads have included this item in their re- 
ports of gross earnings, while other roads have omitted it. It 
is clearly a part of the gross earnings of the road. 

CAR MILEAGE, CREDIT BALANCE. 

Under the rules of the railroad companies when one com- 
pany delivers a loaded car to another, it is entitled for the 
use of that car to a certain stipulated price per day, until it 
is returned. When such company receives a car from another 
company, it has to pay such company the same stipulated price 
until the car is returned to the owner. This is ^interchange 
of cars,'' and the account kept thereof is termed ^^cslt mileage. ' 

The supreme court of the state has held that where a com- 
pany operating a road in this state receives more money from 
car mileage than it pays out to other roads for car mileage, the 
balance received should be included in its gross earnings. Sev- 
eral roads have reported no credit balance in car mileage to 
this department. According to their books they have paid out 
more than they have received and the balance appears in the 
form of a debit. Two companies operating in this state, own- 
ing their sleeping cars, reported the receipts from them as 
gross earnings. Believing that an injustice was being done 
these companies, this department demanded a statement from 
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tlie several railway companies of the total amount paid for car 
mileage, rental of private cars, gross receipts for car mileage, 
number of miles operated in Wisconsin, under separate heads. 
All the roads complies! with the request and it was found that 
the rentals or lease of private cars had been included as car 
mileage. This item being deducted nearly all the roads had a 
large credit balance annually on car mileage The amounts 
recorded are taken from the figures thus computed, w^hich were 
received from the auditors of the several roads. As soon as 
time will permit, they will be reviewed by the accountants. 

RENTALS. 

Some of the roads operating in Wisconsin have rented to 
other lines the use of their tracks for terminals and other pur- 
poses, and a certain stipulated price has been paid for the use 
thereof. They have not reported, claiming that the roads rent- 
ing their tracks pay taxes on their gross earnings and that, 
therefore, the lessor should not be called upon to pay on the 
money received as rentals for the use of its line of road. 
Others have apportioned the rentals received on the mileage 
basis of the entire system they operate, and have apportioned 
the money they have paid out for rentals to other lines on the 
same basis. Under such a division, there is no credit balance, 
but when the rentals were localized, it was found that in the 
state of Wisconsin one system had received nearly $80,000 
annually and paid out only about $900. This department has 
included all such rentals, and under this head reports the total 
amount that has not previously been included in reports to the 
state. 

INTEREST ON BONDS AND BANK BALANCES AND DIVIDENDS ON 

STOCK OWNED. 

Two of the large railway companies operating in this state 
have from time to time purchased stocks and bonds in other 
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corporations. The interest and dividends on these securities 
are the source of a large income. These and other roads op- 
erating in the state have considerable sums of money on de 
posit in different banks which produce certain income in the 
wav of interest. These roads make mention of these items of 
income in their report to this department, but they have never 
included such amounts in their report of gross earnings to the 
stato treasurer, and consequently these items have escaped tax- 
ation A tabulated statement of the Wisconsin proportion of 
these earnings is given among the tables which are appended 
hereto, marked ^^Exhibit A." 

IMPROPER DEDUCTIONS BASED ON WRONG ACCOUNTING METHODS 

OF DISTRIBUTING CHARGES. 

It is found in connection with one company that in addition 
to the deductions from freight earnings as commissions and 
refunds to shippers, there has been deducted by the auditing 
department in reporting to AVisconsin, a class of items which 
results from transactions described as follows: Consignments 
of coal, hay, grain, feed and other material, upon arrival at 
Chicago proper, are often transferred to different industries 
located on the tracks of this line at other poinds within the 
city. For this service additional charges are made. The total 
of such charges as earnings are in the apportionment of earn- 
ings divided equally between two divisions of this line entering 
Chicago and are used equally by these two divisions. With 
the exception of this arbitrary division of earnings, the entire 
earnings of the company, both freight and passenger, are ap- 
portioned, in the first instance to operating divisions, and sec- 
ondly, sub-divided to the various states in which the company 
operates lines of road, in the proportion which the actual miles 
over which the specific freight or j)assenger is transported, 
wuthin the limits of a division of state, bears to the total dis- 
tance from point of origin to destination. In certain cases 
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repavments of part or all of the local charges above referred 
to are made shippers and in making the vouchers for such re- 
funds the practice prevails to charge the amount of the voucher 
one half to one of the divisions, and the balance to the other, 
being the same proportion that is used originally in creating 
the earnings when the service is performed, hut in deducting 
the amount of such vouchers from freight earnings, instead of 
apportioning the deductions according to the actual distance or 
territory over which the service is rendered, the total amount 
of such voucher for each operating division has been divided he- 
tween the states in the proportion that the earnings of each 
state hears to the total earnings of the division. 

In this way vouchers in favor of agents of the company in 
relief account and also to various large shippers and receivers 
of freight to the aggregate of many thousands of dollars, have 
been charged to gross earnings in Wisconsin, when tliis state 
never received any of the original credit connected with such 
transportation transactions, no part of the original service hav- 
ing been performed over Wisconsin ,rails. , 

This method we have been informed, was originally adopted 
as being a fair one. to all concerned and to save the labor and 
expense of making numerous calculations necessary to charge 
accurately in tlie same proportion that the earnings were orig- 
inally credited. If the cities and towns along the line from 
Milwaukee to Chicago were approximately of the same size 
and doing the .same character of business, this method of dis- 
tributing the refunds would not necessarily work injustice to 
AVisconsin, but refunds in Wisconsin charged to the division 
and partly sustained by the state of Illinois would be offset in 
a general way, by refunds in Illinois, partly sustained by Wis- 
consin. It is possible, therefore, that in the early period when 
adopted, the method at present used, produced substantially 
equitable results, but the growth of the traffic in and near Chi- 
cago has been such that there is no doubt that the amounts 
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charged to Illinois which should be wholly borne by Wisconsin 
are very much exceeded by the amounts charged to Wisconsin 
which should be borne bv Illinois. 

The officials of this company, when their attention was called 
to this condition, readily admitted that Wisconsin had probably 
been largely overcharged in the apportionment of vouchers of 
this nature, and expressed their intention to have the matter 
gone over thoroughly, for the entire period, and credit given 
for the amount which may be shown to have been overcharged, 
(in the repayments of the refunds referred to) to the state of 
Wisconsin. 

secret rates. 

The question of private, secret, or special rates, has not been 
made a subject of special investigation at this time, but the 
accountants were instructed not to overlook anv information 
that could be found on this subject, and they have furnished 
this department with samples of special rates, or hectograph 
special rate sheets, giving lower rates than had been provided 
for by the current tariffs, regularly issued by the company. 
These devices or authorizations were generally addressed to 
either the receivinp* agent only, or to both the forwarding and 
receiving agent, and frequently have been made available only 
to certain persons or certain industries. Possibly these so- 
called special rate sheets are to be considered duly published 
tariffs, but as they are not made public at the stations, we be- 
lieve that their effect has been to violate section 1798 of the 
Wisconsin Statutes. Their ultimate effect upon tbe gross 
freight earnings in dollars and cents cannot be definitely deter- 
mined without checking the billing of stations affected. 

A comparative table showing the rates made by these hecto- 
graph rate sheets, and also the regular rates in effect at the 
time, is herewith appended. 

For detailed statement of the amounts found against each 
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of the several railway companies investigated, see statistical 
table attached herewith. 



Special Rate Sheets, or ^'Hectogrraph Tariffs.*' 
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COMMISSIONS ON WIIIOII TxVXES HAVE BEEN PAID. 

On a preceding page of this report, the subject of commis- 
sions deducted from gross earnings, was briefly taken up. It 
was for^ (; that one of the largo roads operating in this state 
bad paid commissions and deducted them from its gross earn- 
ings when they made their annual report to their board of di- 
rectors, but before making their report to the state of Wiscon- 
sin of gross earnings, on which their taxes were based, these 
commissions were replaced and reported. From this fact it 
would appear that these commissions must have been illegal 
under the laws of Wi-econsin-* and must have been paid in the 
form of some discrimination between shippers. The extent of 
such commissions or discrimination' have never been inquired 
into. The department called your attention to this question 
in a special report, July 6, 1906. 

My accountants were instructed to take up the investigation 
of this question for the years 1901 or 1902, as was most con- 
venient for the company. On September 10, 1906, they went 
to Chicago, ready to commence work and were notified that the 
railway company was ready to give them access to all vouchers 
relating to shipments that were local to the state of Wisconsin, 
but that they would not give them access to any vouchers or 
commissions on interstate business. On receiving this infor- 
mation, a letter was addressed to the Attorney General, asking 
his opinion as to the authority the department had on the ques- 
tion of making an investigation of such commissions when they 
were paid on interstate earnings. Ifo answer has been re- 
ceived up to date, and consequently we were forced to drop this 
matter. The (lei)artment was not working on any theory, but 
had facts in its })ossession which gave it some idea of the pur- 
port of the commissions that were paid. A. copy of one of the 
vouchers of this kind is hereto annexed. 

3— R. R. 
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"February, 1902. 

Freig-ht Auditor. In favor of Payable throii<^h 

A.G.F.A , For $0.50 ])or car coiuniissions on 580 car- 
loads of freight forwarded from over Rv. in 

1901, as per statement of billing attached, charging connecting- 
lines with their proportion of same. 

(Signed) G.F.A. 

(Signed) Frt. Traffic 

^lanager. 
(Endorsed) Vice President." 



SPECIAL KEPOKT AT THE KEQUEST OF THE 

(GOVERN OK. 

.Madison, Wis. Feb. 10, 1904. 
lion. John \V. Thomas, 

Railroad Com m issioncr. 

Dear Sik: In prosecnting the investigation of railroad 
book accounts, records, and officials, nnder section 1794 of the 
Wisconsin Statutes of 189S and chapter 4ol of the laws of 
1903, I resjx^ctfnlly nnpiest that you ascertain and report as 
})romptly as may be all railroad passes, limited or unlimited, 
annual or special, and all railway mileage books and transpor- 
tation issued by any railroad corporation transa^iting business 
within th? state of AVisconsin, whether issued as a gratuity or 
paid for othenvise than in monev ; and that you report the 
names and residences of all pers(ms residing in the state of Wis- 
consin to whom such ])asses, mileage books, or transportation 
has been issued. 

It is quite ap])arent that such informati(m is ])ertinent to 
the inquiry which you are making, for the puil)ose of deter- 
mining w^luther the railroad c()m])anies re])()rt fully their gross 
earnings to the state, u])()n which the state received a four per 
cent license fee in licm of all taxes. 

Very respectfully yours, 

KoUEKT ^I. LaFoI.LETTE, 

Governor. 
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Madison, Wis., Feb. 14, 1905. 
Hon. R. M LaEollette, 

Governor, Madison. 
Dear Sir: — In compliance with your request of February 
10th, 1904, to this department, asking for information relat- 
ing to the issuing of railroad passes, limited or unlimited, 
annual or special, and all railroad mileage books and trans- 
portation issued by any railroad corporation transacting busi- 
ness within the state of Wisconsin, whether issued as a gratu- 
ity, or paid for otherwise than in money, and that the names 
and residences of all persons residing in the state of Wisconsin 
to whom such passes, mileage books, or transportation had 
been issued, be reported to you, I would most respectfully re- 
port that copies of your communication to this office were 
furnished to the several large railroad companies operating 
in this state and a short time thereafter I visited, personally, 
th^ office of the C. & IST. W. Ry. Co , and President Hughitt 
informed me that his Company w^ould furnish the informa- 
tion required if the other comT:)anies did. I then visited the 
General Office of the C, M. & St. P. Ry. Co. President Earl- 
ins: was out of the city. I met General Solicitor Peck who 
informed me that he was not prepared to sav what his com- 
pany would do, but he thought they would furnish the infor- 
mation. At that time, Messrs. Fisher & Cleary were direct^ed 
to comply with your request by procuring a list of passes for 
the year 1903, and also for the months of January and Febru- 
ary, 1904, so as to ascertain if the continued violation w^as 
still in in force if any was found, and to get all other free 
transportation for the year 1908, and as soon as they h*^'- 
completed checking over the years they were then at work on 
for the C, M & St. P. Ry., they made the demand for the 
infonnation. After being kept in susnense several days, they 
were notified that the Company would not furnish the infer- 
mation demanded and on the 28d of March, I received the 
following letter from President A. J. Earling. 

^^HoN. John W. Thomas^ 

Railroad Commissioner, 
Madison, Wis. 
Dear Sir: — I beg to acknowledge receipt of your favor of 
the 16th of February enclosing copy of Groyernor La Follette's 
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letter to you of February 10th, directing you to ascertain and 
report all railroad parses and mileage books, whether issued 
as a gratuity or paid for otherwise than in money, and also 
the names and residences of all persons residinp* in the statt* 
of Wisconsin to whom such transportation has been issued. 
The Governor states that this infoinnation is pertinent "for 
the purpose of determining whether the railroad companies 
report fully their gross earnings to the state, upon which the 
state receives a four per cent license fee in lieu of all taxes.*' 
The Governor does not indicate the period for which the in- 
fonnation is desired, but your Mr. Fisher informs me that it 
is wanted for the vear 1903 and for the months of January 
and February, 1904 

If this information is wanted for the purpose of determin- 
ing whether this company has fully reported its gross earn- 
ings, it is obvious that the request for transportation issued 
during the months of January and February, 1904, at tbis 
time is premature. Under the statutes, railroad companies 
are required to make and return to the State Treasurer, on or 
before the 10th day of March, in each year, a statement of the 
gross earnings of their respective roads, for the preceding cal- 
endar year. This company therefore, is not required to report 
its gross earnings to the state for 1904, until March 1905; 
and until such earnings have been actually earned and reports 
made, any investigation into them, or information concerning 
them for any fraction of a year would serve no good purpose 
and would be premature. 

In respect to the year 1903; if the information sought for 
would assist the proper state officials in determining whether 
this company had reported fully its gross earnings for that 
year, the governor is right in his direction to you; otherwise 
he is in error. The statutes of Wisconsin require railroad 
c()m])anies to re])ort the ''gross earnings'' of their roads, and 
to ])ay an annnal license fee, based upon the amount of such 
(earnings. They also require the Railroad Commissioner to 
as(*,ertain and return to the State Treasurer among other 
things, ''the total gross receipts resulting from the operation 
of every such railroad, etc,'' Manifestly passes and mileage 
books, issued as a gratuity or compliments, are neither "re- 
ceipts" nor "earnings" of this companv. If issued as retain- 
ers to local attorneys, or for advertising, or for other serv- 
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ices rendered, still, the consideration for which they were is- 
sued, is not and cannot be classed as earnings or receipts with- 
in the meaninpr of the statues. What sums might possibly have 
been received in money, if such passes or mileage books had 
not been issued gratuitously, or for services, or what the trans- 
portation may have been worth to the recipients, is wholly im- 
material in any investigation of the gross earnings, or total 
gross earnings, of this comany. Whatever may be included 
within these terms ''gross earnings of their respective roads'' 
or ''total gross receipts resulting from the operation of every 
such railroad/' it is clear that they include only actual ear7i- 
ings or the receipts, and do not include what might have been 
earned or received if such transportation had not been so is- 
sued, or the value which such transportation may have been to 
the recipient. 

Manifestly, any statement which this company might make 
of the names or residences of the Wisconsin holders of passes 
or mileage books, issued gratuitously or for services, would 
not aid in the least in determining whether it has reported 
fully its gross earnings to the state for tlx? year named. What 
transportation such persons received, or what service, if any 
the"^ rendered therefor, and who they are and where they re- 
side are obviously irrelevant to any legitimate inquiry into 
the amount of the gross earnings or receipts, of the company, 
which it is required to report to the state. 

Whether the Chicago, Milwaukee & St. Paul Railway Com- 
pany has made a full and correct report of all its gross earn- 
ings within this state for 1908 is a question which the rail- 
road commissioner has the right to investigate, and the officers 
of this company are ready and willing to afford every facility 
for a lawful investigation into the truth of its reports. But 
your present request, at the demand of the governor, is so 
clearly improper, that I must respectfully decline to comply 
therewith. 

Respectfully, 
(Signed) A. J. Earling^ 

President/' 
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After the refusal of the C, M. & St. P. Kjv Co., this work 
was not made special, but was taken up in regular order with 
the other part of the investigation. No list of passes issued 
by any railroad company in the state was received, but the 
Minneapolis, St. Paul & Saulte Ste. Marie, submitted their 
records of passes issued, for inspection of myself and Messrs. 
Fisher & Cleary in the presence of the General Manager, but 
would not allow copies to be made. Their books gave the 
names and addresses of persons receiving passes and reasons 
for granting the samjei. There were seventy five passes given 
to Wisconsin residents, larscelv to railroad men. The C. & 
N. W. and the C, St. P. M. & O. and Wisconsin Central 
claim they have violated no law of Wisconsin in the granting 
of any passes and that to guard against the violation of any 
law relating to the issuing of passes to any state officials, they 
require every person receiving a pass to sign a statement as 
follows : 

"And as a furtlier condition of my being permitted to use 
this pass, I hereby declare that I am not a nember or employe 
of any political committee in Wisconsin, nor a candidate for, 
or an incumbent of, auy office or position under the constitu- 
tion or laws of Wisconsin, or under any ordinance of any 
town or municipality of that state, and that this pass was not 
requested by and is not for the advantage of any such person 
or persons." 

This statement must be signed by the recipient of the pass 
before it can be used. 

A list of advertising contracts given and mileage furnished 
was received from the C. & N. W. Ky. Co., the C, St. P. M. 
& 0., Green Bay & Western, Wisconsin Central, and M. St. P. 
and S. S. M. 

When Messrs. Gilman & Mason commenced their work in 
reviewing the first examination made on the C, M. & St. P., 
President Earling notified them that his Company would 
furnish a list of contracts for advertising and mileage issued 
in payment of the same, and on the 18th inst., a copy was re- 
ceived covering the year 1904, but we have no way of ascer- 
taining how such list compares with 1903, but take it for 
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granted it is not less. Such list shows that the several road^ 
have given for the respective years for which the lists were 
furnished the following amount in mileage in payment for 
such advertising: 

190? C. & N . W $58,118 93 

C, St. P.. M. & O 7,092 39 

G. B. & W 2,010 00 

M., St. P. & S. Ste. M 1,200 00 

X9W Wis. Central 15,098 85 

C, M. & St. P 49,125 75 

Total $132,643 ?.2 

The above transportation is in the form, of mileage and 
oilier tickets issued to publishers of newspapers^ pictorial?, 
pamphlet^, and other mediums of advertising in Wisconsin 
The rec*ord which has ba.ai exhibited and which is claimed to 
be the entire record of this class of transportation which has 
been issued by the roads to Wisconsin papers and other 
mediums of advertising, is very meager. The method whicli 
has been is use in connection with this class of business is as 
follows : A contract is made with the parties that do the ad- 
vertising, either newspaper, agricultural association, or other 
medium, and this is the basis of the transaction which fol- 
lows and forms the first of the so-called * "papers" which con- 
stitute the entire record of this business. The contract is 
attached to a card-board back upon which is endorsed the 
name and location of the publication. The application for 
tickets or mileage, which must pass through the local agent 
where the publication exists, are attached to the contract in 
the order of their receipt at the Passenger Traffic Manager's 
office, and an endorsement is made upon the application show- 
ing the value of the ticket issued thereon. It is claimed by the 
officials of the ])assenger department that no other record exists 
of transportation issued in this class, and that even this record 
exists only during the calendar year for which it is issued, that 
therefor, the period covered by this examination prior to 190»), 
all the papers, including the contracts, have been destroyed, and 
that tliis destruction annually of such records has been the pre- 
vailing custom for many years. Objection w^as made to an ex- 
amination of the correspondence included in the papers effect- 
ing the business wdth each publication and the work has been 
limited strictly to the inforamtion called for. Of course, in 
view of the character of the record, it is impossible to determine 
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whether all the requeste for tickets under ths. contract have been 
attached, or whetlier the detailed statement attached included 
the total value of all tickets issued to Wisconsin publishers, but 
we believe that it is approximately correct for the several years 
listed except when transportation may have been issued in the 
form of free passes. If passes were given to publishers, the 
records which are herein exhibited in connection with the 
contracts do not show it. The nuestion was raised as to the 
earnings affected by such transportation issued in Wisconsin. 
The use of advertising mileage books and tickets is not con- 
fined to the state of Wisconsin and it is practically impossible 
to apportion the earnings therefrom among the states based 
upon the methods employed in dividing other passenger earn- 
ingSj but if this were done it would be necessary to ascertain 
the amount of such advertising tickets issued in all of the 
states where publications are situate, and base the claim of 
the state of Wisconsin upon the mileage actually detached 
within Wisconsin's borders regardless of the location of the 
publications on account of which the mileage was issued. It 
being beyond our jurisdiction to demand such record on ac- 
count of publishers of other states, it is assumed that the 
tickets issued to Wisconsin publishers and used in other states 
would be offset by the tickets issued to publishers in other 
states and used in Wisconsin. 

As this investigation is confined to Wisconsin publishers or 
other mediums of advertising, we are limited to this assump- 
tion. In view of the fact that no tickets or mileage issued on 
account of advertising have been credited to gross passenger 
earnings, it certainly must be assumed that the state has been 
deprived of a certain amount of tax by this practice. The 
value of this transportation should have been included in gross 
passenger earnings and reported aa snch to the state of Wis- 
consin inasmuch as the railway companies have chosen to 
make contracts for advertising on a money basis and the value 
of the transportation furnished clearly appears though no 
money actually passed between the railway companies and the 
publishers, or other mediums of advertising. Advertising 
is an expense and instead of being so charged, it is in effect 
charged to earnings, the value of the transportation being 
withheld therefrom. Failing to get a complete record of the 
amount of transportation so withheld, we are constrained to 
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make some estimate of what is deemed reasonable. The con- 
ditions of railway business in this state for the past five years 
have have been such that it is safe to assume that the value of 
this class of advertising done and mileage issued has been 
about the same, and discounting the above amount fifteen per 
cent^ would certainly be a reasonable estimate of the advertis- 
ing mileage issued in 1897 and 1898. Based on this estimate, 
the advertising mileage issued in Wisconsin that was not 
.credited to gross passenger earnings covering a period of seven 
years would amount to $98(),728.06. Four per cent of this 
would be a tax of $39,469 12. This is certainly a very eon- 
servative estimate. As already stated we cannot fully vouch 
that all the facts have been ascertained. Such as have been 
ascertained, however, we have had copied and hereto attached. 
We have nothing further to say in regard to the issuing of 
passes more than has already been communicated to you in 
our annual report now in print. 

KespectfuUy submitted, 
(Signed) John W. Thomas, 

Railroad Commissioner. 



There can be no doubt that advertising is a part of the legi- 
timate operating expenses of any railroad and previous to the 
enactment of the ad valorem taxation law, where this adver- 
tisement was paid in free mileage books, the state was deprived 
of its legitimate tax on that amount whether it was three or 
four per cent, and in some instances the difference might have 
brought the roads into a higher class and increased the taxes 
several thousand dollars. 
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Before closing this report, we feel it but just to call atten- 
tion to certain conditions that have existed and no doubt led 
to some of the large rebates that were paid, especially to the 
Northern Grain Company. In the early 80s, certain interests 
in Chicago had secured such a grip over the through traffic 
from the West that it was utterly impossible for Western flour 
and grain to pass to the East without paying tribute to Chic- 
ago in some form. Chafing under these conditions, the Min- 
neapolis milling industry began to look around for some other 
outlet. It required but little investigation on their part to 
see that with the Canadian Pacific alreadv at the "Soo" 
anxious to tap the great agricultral states of Wisconsin, Min- 
nesota and Dakota, any promoter of a railway leading from 
Minneapolis to the ^^Soo," would meet with great encourage 
ment, and capital could be obtained in any amount. The re- 
sult was that in 1881 companies w^ere organized to build a 
road from Minneapolis to the *^^Soo" under charters granted 
in Minnesota, Wisconsin and Michigan. On the completion 
of this road, it immediately became one of the great freight 
lines through the state of Wisconsin. The lines running from 
St. Paul to Chicago through Wisconsin felt the effect of this 
outlet immediately and the Wisconsin Central in 1894 con- 
ceived the idea of building a branch from Menasha to Man- 
itowoc and establishing a ferry across Lake Michigan connec- 
ting with a Michigan lino to the East, thus making a second 
route to the East, independent of Chicago. On the comple- 
tion of this route, the Northern Grain Company, which was 
organized in the early 90s, built two large elevators at Man- 
itowoc on the terminals of the Wisconsin Central and the 
Chicago & North Western, and, had the Wisconsin Central 
been able to furnish ferrying facilities, no doubt they would 
have been able to handle all the business that came to them. 
In one year, on this line, the flour traffic from Minneapolis 
alone was over 14,000 carloads. However, not being able to 
handle the shipments promptly and satisfactorily, the Chicago 
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& North Western immediately stepped in and bid for the traf- 
fic by meeting the rates via the Manitowoc gateway. While 
most of the vouchers paying rebates have endorsed on them 
^% protect the Manitowoc gateway," the real fact in the case 
is that the refunds were paid to equalize the difference in 
rates between Manitowoc and Chicago. Hence, a great many 
of the large refunds received by the Northern Grain Com- 
pany were, no doubt, bids for business via Chicago, which 
probably no other company would have refused if placed in 
like circumstances. It would seem that largie< companies 
like the Chicago & North Western and the Chicago, Milwaukee 
& St. Paul, with terminals in Milwaukee, would have availed 
themselves of car-ferriage across the lake, or seen the necessity 
of getting a belt line to their Eastern connections, around the 
suburbs of Chicago, so as to handle the through traffic direct 
and relieve the congested condition annually occurring in Chi- 
cago, and also avoid the burden of having to underbid for the 
through business to the East. 

Respectfully submitted, 
John W. Thomas, 
Railroad Commissioner. 
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TABULATED STATEMENT SHOWING ILLEGAL DE- 
DUCTIONS AND EAKNINGS NOT REPOKTED 
ON THE SEVERAL RAILWAY COMPANIES IN- 
VESTIGATED. 



December, ICOP. 
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EXPENSE OF SPECIAL INVESTIGATION OP EAILROAD 

COMPANIES' GROSS EARNINGS, UNDER 

CHAPTER 431, LAWS OF 1903. 

The salaries of the accountants were all fixed at the sug-\ 
gestion of Governor La Follette. 

Mr. E. M. Fisher was paid $2,500 per annum, with railroad 
fare; and hotel expenses, not to exceed $2 per day. Mr. W. H. 
Cleary was paid $2,000 per annum, with railroad fare ; and hotel 
expenses, not to exceed $2 per day. Mr. S. W. Gilman was 
paid $2,500 per annum, was allowed Saturdays and railroad 
fare to and from the city of Madison, each week, and other ex- 
l>enses not to exceed $2 per day. Mr. E. C. Mason was paid 
$1,800 per annum, was allowed Saturdays and railroad fare to 
and from the city of Madison, each week, and other expenses 
not to exceed $2 per day. 

In the beginning of the investigation special stenographers 
were employ d to prepare typewritten copies of the original 
Avork, but the expenses were found to be so great that a per- 
manent stenographer and temporary clerks were employed for 
that purpose. 

E. M. FISHER: 

Salary and expenses for fiscal year, 1904 $1,945 54 

Salary and expenses for fiscal year, 1905 1,722 43 

Services and expenses in giving expert •testimony, 1905 184 49 



W. H. CLEARY: 

Salary and expenses for fiscal year, 1904 1,752 91 

Salary and expenses for fiscal year, 1905 2,798 58 

Salary and expenses for fiscal year, 1906 2,94134 

Salary and expenses from .Tune 30, 1906, to November 30, 
1906 1,234 37 



$3,852 46 



S. W. OILMAN: 

Salary and expenses for fiscal year, 1904 1,415 89 

Salary and expenses for fiscal year, 1905 3,534 05 

Salary and expenses for fiscal year, 19061 970 46 



7,154 74 



B. C. MASON: 

Salary and expenses for fiscal year, 1904 1,215 18 

Salary and expenses for fiscal year, 1906 2,708 96 

Salary and expenses for fiscal year, 1906 2,686 59 

Salary and expenses from June 30, 1906, to December 31, 
1906 1,066 80 



5,920 37 



7,612 03 



M. HARRIET WADSWORTH: 

Salary as clerk and stenocrrapher for fiscal year, 1904 IM^ 42 

Salary as clerk and stenoflrrapher for fiscal year, 1906 80^ 00 

Salary as clerk and stenographer for fiscal year, 1906 1,004 00 

Salary from Jnne 90, 1906, to December 31, 1906 504 00 

2,fi08 42 

CLARA SILBBRNAOBIi: 

Salary as clerk, for fiscal year, 1904 72 96 

— ^-^-^— — T2 96 
G. H. SNYDBR: 

Salary as clerk, for fiscal year, 1904 S80 

Salary as clerk, for fiscal year, 1905 54 00 

5788 

L. M. COOK: 

Salary as clerk, for fiscal year, 1904 6 00 

000 

ALPRBD BMDRSON: 

Salary as clerk, for fiscal year, 1905 60100 

Salary as clerk, for fiscal year, 1900 4S 00 

5MS0 

THOMAS PURTBLL: 

Salary and expenses, as accountant, for the fiscal year, 1906 905 06 

. 79666 

ALFRBD HARRISON 

Transcrfpt, 1900 1500 

J. W. THOMAS: 

Trayeling and hotel expenses, during fiscal year, 1904 880 86 



Total expense 188,986 78 
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